
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In tho Matter of: 

THE APPLICATION OF BOWLINQ QREEN ) 
MUNICIPAL UTILITIES FOR AN INCREASE IN ) CASE NO. 
WATER AND SEWER RATES TO WARREN COUNTY ) 95-044 
WATER DISTRICT 1 

Bowling Qreen Municipal Utilities ("BQMUll) has movod for an 

informal conference to discuss a procedural ochodulo in thio 

matter. Its motion has significant implications. Tho cauo at bar 

is the Commission's first attempt to regulnto municipal utility 

rates in over 30 yearo and presents important quootiono about: how 

the Commission should exercise the authority bootowod upon it by 

the Kentucky Supreme Court in w o n  CQ- v. C&y 

of, Ky., 872 S.W.2d 460 (1994). 

In -untv W a t s  D i a u  , the Kentucky Supromo Court 
held that a city, which includes a city-owned utility, waivou ito 

exemption from Public Service Commission regulation "when it 

contracts with a regulated utility upon the subjects of rateo and 

service." J& at 462. To implement this decision, the Commisoion 

ordered municipal utilities providing wholeoale utility oorvico to 

a public utility to file their existing contracts and ocheduleo of 

wholesale rates. Adminiotrative Case No. 351, 

(Ky. P.S.C. Aug. 10, 1994), 

Most municipal utilities have complied with thie Order. The 

Commission has accepted the contracts and scheduleo ao filed no the 



lawful rates of the affected utilitios. As a result, tho 

contractual relationships between moOt municipal utilitioo and 

their wholeoale customers have not baen materially affactod. 

BQMU io the first municipal utility oince tho 

decision to apply for an adjustment of its wholcsalo 

rates to public utilities. To ascertain tha procedureo which 

should be followed to review this application, we noed look no 

further than D i s u  . In that caoo, the 

majority found that 

where contracts have been executed between a utility and 
a city, . . . KRS 278.200 is applicable and requires that 
by so contracting the City relinquishes the exemption and 
is rendered subject to PSC rates and service regulation. 

& at 462. 

KRS 278.200 provides: 

The commission may, under thc provioions of this 
chapter, originate, establish, change, promulgate and 
enforce any rate or service etandard of any utility that 
has been or may be fixed by any contract, franchise or 
agreement between the utility and any city, and a l l  
rights, privileges and obligationo arising out of any 
such contract, franchise or agreement, regulating any 
such rate or service standard, shall be subject to the 
jurisdiction and supervision of the commission, bur: no 
such rate or service standard shall be changed, nor any 
contract, franchise or agreement affecting it abrogated 
or changed, until a hearing has been had before the 
cornmission in the manner prescribed in this chapter. 

This statute, which applies by its terms to contracto, 

franchises and agreements with cities, is permissive except to the 

extent that it instructs the Commission to hold a hearing before 

taking any action which changes an existing "contract, franchise or 
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ngroomentll and r o q u i r a u  t h a t  tlia t ianr ing ba held I 1 i n  tho inaiiner 

p r o e c r i b o d  by t h i o  clinptor [KlEl Clrnptar 2'llIl , 11 

viawing  t h o  ' u.!&!!& d H  C i 0 1 O n  1: flCJA I: 11 A I' 

w i t h  KRS Chaptor  278 ,  n uiiiforar nmtliod of axarci.uiiig the 

Commiooion'o j u r i n d i c t i o n  o v a r  c iLiaa  bacninnfl apprirnnt ,  Where a 

c i t y  a p p l i o o  f o r  approva l  of n r a t a  cont ra ry  I:o t h # t  whi.ch would be 

o o t a b l i e h o d  undor an a x i o t i n g  ngroainant w i t t i  R utility, or  where a 

u t i l i t y  complainu of implamantat.inn of n t'ntn o r  nnrvi,ce c o n t r a r y  

t o  a n  o x i o t i n g  clgroomant w i t h  a c i t y ,  Ll in Coniminui,on :In i i i  ef€ac t  

be ing  roquoetod  t o  chango or a b r o g a t a  tlia uridarl.ylng agrnomant ,  To 

d o  E O ,  t h o  Commiooion muot f irut  hold n Iiaarliig "in t h e  manner 

p r o o c r i b e d "  by KRS Chaptar  2 7 8 .  Tha inanliar prnrrcrlbad by Chapter  

278  for h o l d i n g  a h e a r i n g  on a propouod ratn iiicranflc io not Car th  

i n  KRS 2 7 8 . 1 9 0  and praoupposou compliancn w i t h  Lha n p p l i c a b l n  r u l e a  

of p r o c e d u r e  oet f o r t h  i n  807  KAR 5:OOl. '1'0 t l rn  n x t n n t  t h a t  t h e  

r e g u l a t i o n o  impooe burdonu which ara oiicroufi I n  a p a r t i c u l a r  

u i t u a t i o n ,  o i t h a r  t h e  c i t y  or t h c  u t i l i t y  inay oeek perminnion t o  

d e v i a t e  from t h e  raquiramont  by rrhowing good cauno,  &A, 00'7 KAR 

5 : 0 0 1 ,  S o c t i o n  14. 

Based on t h o  abovo, t h a  Commi~uioti Eindn t h a t  W M U  nhould 

oupplemont i t o  a p p l i c a t i o n  for r a t a  odJutrl:mairt to comply wi,th t h e  

r equ i r emen to  of 007 KAR 51001 ,  Q a c t i o n  1 0 .  51: f u r t h e r  finda t h a t  

BQMU'o motion for an informal  confa ranca  t o  ~ ~ O C U O F I  a p r o c e d u r a l  

s c h e d u l e  ohould  ha g r u n t e d .  
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IT IS THEREFORE ORDERED that : 

1. BQMU shal l  within 20 dnye of tho data of thin Order 

comply with tho requirements of 807  KAR 5:001, Soction 10. 

2. BQMU's motion for an informal confnrenca i a  gmntod. 

3 .  An informal conference s h a l l  bo hold on April 12, 1995 nt 

1:30 p.m., Eastern Daylight Tima, in Hcnring Room 2 of tho 

Cornmisoion's offices at 6 7 7  Comancho Trail, Frankfort, Kontucky for 

the purpose of discussing a procedural ochodula i n  thio mnttor. 

Done at Frankfort, Kontucky, this 7th dny of April, 1995. 

PUBLIC SERVICE COMMISSIQN 

I 

ATTEST : 

Executive Director 


